
NOTICE FOR USAID C O X T I U C T O R S  .AKD GILANTFES 

SUBJECT: VAT G U I D A N C E  

.As per tli.: guidance provided to all contmcton aid :nntees in our letter o f  July 30"', 2002, V:.T 
is An erlremely sensitive and imparl2nt issllz for our htizsidn. C:rfu1 siisnrion muit  be paid ro 
avo~diiig VA.T whenever possible and, hiling !liar, obrlinins valid VAT receipts so that ~ j s . 4 1 ~  
[nay seek VAT refunds from tax authoririss. Failure ro do so coiild put the Mission's p r o g m , j  
in j ~ o p l r d y  and possibly lead to a USAID determination that V.4T cosrs are  unnllowable. 

USAID will reimburse contr2ctors and grnntees for isracli and Palsslinian VAT i fand  only i f the 
following procedures are followed: 

I ,  For Grantees, reasonable eftorrs mils[ be niadz lo avoid Israeli and Palestinian VAT at rhe 
point o l s a l e  ivhenever possible. This includes taking all reasonable steps to obtain a 
VAT exemption from the Palestinian Authority befbre making any Further purchas:~. 
Grantees rhar already have exemption mechanisms in place with Israel andlor the PA 
should continue to follow those procsdures. 

2. For grantees that recently received a 0% V A T  exemption from the Palestinian VAT 
department, they are required to pass rhese exemptions to their partners (i.e. suppliers, 
vendors, a i d  contractors), by sending a iener to the VAT Deparrmenr notifying i t  aboul 
tile partner, descnprion o f  the transacrion and the amount of il:c transaction before the 
purchase is completed. 

a. 

3. Fo?both Contractors and Grantees, in cases where Israeli o r  Palesrinian V A T  cannot be 
avoided at rhe point o f  sale, original VAT receipts must be obtained from all vendors that 
are legally authorized to issue such receipts. T o  be considered valid and acceptnble, 
receipts niust conform to the requircmenlr stated in thc checklist ntrnched to tliis notice. 
Recriprs shall b*subrnitted to USAID'S Financial klanagemenr Ofiice on a monthly 
basis, no later than the tifrcrnth day after the cnd of [lie month. This will enable USA!D 
to process refund claims with VAT nurhoriries on a rimely basis. -. . .  - ..: 

Financial Management Office 
Art. VAT Coordinator. USAID 
C/O American Embassy 
71 Hayarkon Street, 
Tel Aviv 63903 

zio American Embassy 
71 Hayarkon Street, 
TeI X.iiv 63903 



F~i lurc  ro comply with both o f  these requiizn~ents m3.i resclt in a dcierinin~rion that the \i,il. 
costs in question are unallowabie under your contrrict or ?ran[, in which case ?hose cogs  ivou!d 
be financed from your organiz??ion's orvn fucds. 

Given that USAID will be reimbursing V.?T expenses in contractor and grantee biilings that are 
charged as disbursement to the contractsl~rants, :he refunds, once rzceived, will be recorded as 
off.sets to the appiicablc contract or grant by USAID. 

' ~l;a>e note that separate procedures will be provided fo r  processing refunds for contractors and 
grmtees under Lerter of Credit (LOC) mztllod of payment. 

Plsase submit the original VAT receipts m d  one copy 10 USAID. !n addirion, contractors a,qd 
grantees must retain on file copies of rzczip!s and ieiatsd ciocumentation refiecting their V.AT 
submissions to USAID. This is needed ro avoid the risk !hat V1.T costs may be questiored 
during an audit and possibly disallowed. 

In addition, we havz attached for your use 2 matrixes, one for t".? Is13eli and one for Pnlssrinim 
V.4rsubmissions. Please keep the following guidarc: in mind when submitting this doccmsnt 
ro USAID: 

I .  Report the VAT invoices in the correct chronolo~icxi order. i.e. start from the first o i rhe  
month through ro the 3 0 ' ~ .  

2. I'rovide e hard and electronic copy of the form with the rcspecrive receipts artached to 
each one in order to avoid confusion. - 

3 The electronic copy has to be sent to @avat@usaid.qov . 
4. Attach all related supporting documents to each receipt with :hat invoice. 
5 Submit this form, receipts and supporrins documents no later than the 1 j L h  of the 

following month  
6. You will notice that we have entered some figures already on the matrix. This is just to 

provide you with an example and to activate the formulas. Kindly replace tliose with 
your awn  figures. 

7.  or^'&^ specific issues with regards to the VAT, please contact Ms. Abeer Odeh, our 
Supervisor Financial Analyst, at 03-51 1-4806, 050 259407, and 059 246777 or at e-mail 
aodeh t3usa id .qov .  

Thc requirements discussed in this notice apply to not just prime contracts and grants, but also 
subcontracts and sub-grants with non-local enrities - that is, enrities that are present in the West 
Dank or  Gaza solely (or the purpose ofperforming work financed by USAID or other tax-extmpt 

. . donors. , . 

US.4ID provided some guidance with regards to this issue in July 3002. However, some panners 
have failed to report their VAT in a timely manner. Therefor-, we herby request that all 
Contractors and Grantees report to us by COB noon April 21", 2003, all pending invoices from 
Jmusry I", 2002 unril [he present. 

'Jle thank you Tor your cooperation i n  rluj mat:sr 



I. VAT Invoices Rsouired Atrribuczs 
2. V A T  Refund Sheet - Includzs 2 dociinieriis for ihs lsra?!i and the Palestinim. VVT 

respeciivsly. 
.. . - 



I'.lili!ini;in VAT Relund Sheel 
OrOafi'zalion Plaine. 
Conliac! l~lorcemen! Nurnbec 
Period Covered. 




